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WHAT OUGHT TO BE CALLED MONEY? 

It is a singular and, indeed, a significant, fact that, although 
money was the first economic subject to attract men's 
thoughtful attention, and has been the focal centre of eco- 
nomic investigation ever since, there is at the present day 
not even an approximate agreement as to what ought to be 
designated by the word. The business world makes use of 
the term in several senses, while among economists there are 
almost as many different conceptions as there are writers 
upon money. Each author has some peculiar distinguishing 
mark of his own which he uses in determining what ought 
and what ought not to be included under the word. And so, 
even though one is not prone to attach great significance to 
definitions, and has no desire to suggest novel criteria of dif- 
ferentiation, he is practically obliged for the sake of clearness 
and intelligibility, in opening any careful study of a rronetary 
subject, to make some confession of what he expects to th^n 
when he uses the term ; and he is in a sense expected to pre- 
sent his apologies or at least his reasons for not employing it 
in some of its other senses. 

Although the word " money " has been made to designate 
conceptions of almost every conceivable degree of compre- 
hensiveness, it is quite possible to trace certain broad lines 
of demarcation among them, and to group them all roughly 
under three, or possibly four, principal rubrics. In the first 
place, there are many writers in whose opinion the word 
"money" ought only to denote the standard currency; that 
is to say, the currency which lias its own equivalent or 
"intrinsic" value, and for payments in which all notes and 
bills and other fiduciary certificates of exchange supposedly 
call. Secondly, there are others who extend the application 
of the term to all legal currency, which, in other words, means 
to all media of payment, proffered settlements by means of 
which will be recognized in the courts as sufficient. And then, 
finally, there is a great body of writers who, considering the 
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primary and essential function of money to be its service- 
ability as an intermediate of trade, assign the word to all 
devices which seem to them to be customarily acceptable for 
this purpose, regardless of whether or not they possess a sub- 
stantial value of their own, or whether or not they have been 
given any peculiar authentication by the State. In general, 
in most of the great commercial countries of the world to-day, 
under the first conception of money, only the gold specie and 
perhaps a portion of the gold bullion would be subsumed; 
the second definition would include also the silver coins and 
other sorts of token money within certain legislative limita- 
tions,* together with such forms of bank or goverment notes 
as the law declared to be everywhere acceptable for pay- 
ments ; while money in the third sense would embrace, in ad- 
dition to all of these, a variety of the other abundant expe- 
dients for effecting settlements which are especially desig- 
nated by certain writers as "circulating credit," "represen- 
tative " or " auxiliary " currency, or as " money substitutes." 

At first thought one might naturally enough suppose that 
what should be meant by standard money and by legal money 
must be definitely determined by the legislation of a land, and 
that, although the denotations of the phrases might be very 
unlike at different times or in different countries, in a given 
situation they could elicit no real disparity of view. As a 
matter of fact, however, even with regard to these conceptions, 
anything like a complete agreement is as yet quite unattain- 
able. In the case of standard money, not only may differences 
of opinion easily arise concerning the application of the ex- 
pression to bullion t or to foreign coins, but in certain coun- 
tries so great is the conflict between legislative declarations 
and governmental practice that even the question is left de- 
batable as to just which metals the word " standard " ought to 
be applied. For example, in the United States both silver and 
gold are by law declared to be the standard metals ; but gold is 
the only metal which is unlimitedly coined, and which enters 

•The subsidiary coins are, of coarse, usually legal tender only when offered 
In limited sums. In the United States subsidiary silver coins are legal tender 
only to the amount of (10; in England, silver coins of all sorts are only legal 
tender to the amount of £2 ; and, in Germany, simply to 20 marks. 

t See, for instance, Sidgwick, Principles of Political Economy, p. 231, note. 
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the circulation at its own value. A somewhat similar problem 
is suggested by the recent experience of Austria, where, al- 
though gold had been declared the standard of value by 
explicit statement in the law of 1892, no gold was in circula- 
tion, and there was no currency at a par value with gold. 
With nations whose only currency is one of paper, still subtler 
difficulties are presented with regard to the use of the term.* 

The conception of legal money is perhaps more exact, but 
even its denotation is not without some knotty points. One 
certain source of disagreement is involved in the question 
as to whether legal tender notes which are redeemable ought 
not perhaps to be excluded from the concept, inasmuch as 
they are a means of payment not necessarily acceptable when 
offered by their issuers.f And there are other mooted points, 
such as, for example, the question as to whether a new issue 
of paper currency which has become subject to a discount, 
but which, nevertheless, has a "forced circulation," may be 
regarded as legal money when offered in settlement of debts 
that were incurred before the issue or before the appearance 
of the discount4 

But, when one looks beyond the boundaries which circum- 

*See Knies, Das Geld (2d edition, Berlin, 1889), pp. 350 et seq. ; also Hilde- 
brand, Theorie des Geldes, p. 62. 

tThis is a consideration which has been repeatedly urged by Professor 
Adolph Wagner. " Das Merkmal der Uneinlosbarkeit gegen ein anderes Geld 
hangt, wie man bemerken wird, enge init dein Zwangscurs zusammen. Nur be! 
einem durchaus uneiiilosbaren I'apiergeld . . . kann man von einem ganz all- 
gemeinen Zwangscurs reden. . . . Ein einliisbares Papiergeld mit Zwangscurs . . . 
ist daher trotz des Zwangscurs kein eigentliches i'apiergeld, mithin keine eigeue 
Wanning, weil der Zwangscurs ausdviicklicli nur partiell ist und von derojeni- 
gen welcher dabei am meisten interessirt ware, namlich von der eraittenden 
Bank, Oder dem emittenden Staat nicht geltend gemacht werden kann." Geld 
und Creditthcorie der Peel'schen Acte, pp. 65, 66. 

The same argument is also to be found in Wagner's article on Papiergeld in 
Bluntschli's Staatsworterbuch, in his article on Banlcwesen in Schonberg's 
Handbuch, i. pp. 471-474, and in his Beitr'dge zur Lehre von den Banlcen, p. 34 
et seq. 

Practically, the same idea, that inconvertibility as well as the so-called legal 
tender quality is a requisite of real paper money, though not so explicitly de- 
clared, is nevertheless traceable in many passages of Tooke, Fullarton, and 
McCulloch. 

tSee Knies, Das Geld (2d edition), p. 406; also Savigny, Obligation-Kecht, 
p. 409. 

Among writers who have adhered to a restricted application of the term 
" money " to the standard conception may be mentioned Huskisson, J. S. Mill, 
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scribe the "standard" and the "legal" conceptions, one finds 
a still greater profusion of opinions as to what in general 
ought to he made the differential mark of money, as to 
whether, in particular cases, this or that agent of payment 
ought to be comprehended under the concept, and as to just 
where the limiting line of inclusion ought logically, or for the 
sake of convenience, to be drawn. There are certain very 
common contrivances for making payments which are not 
serviceable under peculiar conditions of the market. There 
are other familiar devices which are not available for all sorts 
of payments, or which cannot circulate outside of particular 
boundaries; and there are many which are only capable of 
effecting settlements when some further formality has been 
fulfilled. Each of these has suggested anew the problem as to 
how far those expedients which perform the monetary func- 
tions only when certain conditions are realized ought to be 
designated as money; and the answers which different per- 
sons have made have varied widely according to individual 
inclinations and personal estimates of convenience and expe- 
diency. 

Popular opinion to-day, we believe, has for the most part 
abandoned the limitations of what we have called the legal 
and standard definitions, and goes so far as to recognize as 
money all familiar means of payment which pass freely from 
hand to hand in settlement of obligations without the fulfil- 
ment of any further formality. It accepts as money all of 
those media of exchange which circulate without the necessity 
of indorsement, or of registration in books, or of conformity 
to any other condition than the mere transfer of the certificates 
of value from one person to another. It includes under the 
term not only coin and legal tender notes, but other govern- 
ment notes as well, and other issues of banks ; at any rate, the 

Chevalier, Hildebrand, Knies. See especially Knieg, Das Geld (2d edition), pp. 
238-276, 339-395. 

The legal conception has had its supporters, not only among jurists, but in the 
ranks of the economists as well. It was adopted, for example, by Storch, Foliar- 
ton, Tooke, and McCalloch, and is employed by Lexis and Wagner among others 
to-day. In particular, see Tooke's chapter on "The Error of Confounding Paper 
Credit with Paper Money " in the History of Prices (vol. It. pp. 171-183), Mc- 
culloch's note on "Money " in his edition of the Wealth of nations, and Lexis's 
article on Puptergehl in the Handw'drterlmch der Staalswissenschaften. 
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issues of banks which stand under peculiar legislative control, 
and indeed, upon occasion, also the notes of other banks 
which are universally known and of indubitable credit. Nor 
is this simply the conception of the every-day world. From 
the time of Adam Smith to the present day there has been a 
continuous line of economic investigators who have employed 
the word " money " with this wider denotation, and at present 
this interpretation has become so wide-spread and so natural 
that it would be no exaggeration, I think, to say that among^ 
the English economists of our time there are only a compara- 
tive few who would not admit nnder the term "money" at 
least as many devices as the every-day world makes the word 
denote. 

There are writers, however, who see no distinction of es- 
pecial economic significance in the quality of being transfer- 
able without indorsement or registration, and who look upon 
a variety of other agencies as equally efficient media of ex- 
change. Some of them, indeed, are willing to leave the word 
" money " undisturbed in its popular denotation, and resort to 
other expressions, such as " currency " or " circulating medium " 
to denote the more comprehensive idea. But there are others 
who are inclined to apply the term "money " much more freely 
than popular usage sanctions, and who chose to make it stand 
generically for devices of exchange. Several treat the deposit 
accounts of banks as money, but deem it inconvenient to in- 
clude other fiduciary means of settlement.* 

A few have gone so far as to make the word also represent 

* This seems to be the view of Sidgwick, who shows with great clearness how, 
"in snch a country as England, where deposit hanking is folly developed and pay- 
ment by cheques customary, the greater part of such money must consist of what 
has been called ' money of account ' ; that is, of bankers' liabilities or obligations, 
to pay coin on demand, not ' embodied ' or represented otherwise than by rows of 
figures in their books." It most be borne in mind, too, he adds later, that the 
medium of commercial exchange also *' consists to a great extent of merchants' ^ 
not brokers', obligations ; that is, of bills of exchange, so far as they still circulate 
among traders and are not at once discounted. Again, there are certain widely 
accepted securities —the bonds of' some governments, of some railways, etc.— 
which are so much more convenient for transmission than bullion that they are- 
frequently used as substitutes for bullion in the payment of international debts. 
. — Since, however, neither merchants' debts nor debts of governments form 
a medium of exchange currently accepted by society generally within a certain 
local range In final settlement of debts, it seems to me most convenient to call them 
not money, but substitute* for money." Sidgwick, Principles of Political Bcon- 
omy, London, 1883, pp. 233, 231, 245, 246. 
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mercantile bills, exchequer bills, the promissory notes of pri- 
vate persons, stock certificates, and, in short, all fiduciary- 
devices to the extent that tliey actually perform the functions 
of a medium of payment and of trade ; and, occasionally, a 
writer may be found who has gone even further, and has 
seemed to be of the opinion that in the end all goods are of 
the nature of money in so far as they possess a value in ex- 
change. 

Such is the bewildering confusion of language which con- 
fronts the student of monetary problems on the very thresh- 
old of his investigations. At least, three different courses are 
open to his choice. In the first place, he may give up al- 
together the attempt to specify what is meant by the word 
" money," * and try to avoid the use of it whenever dif- 
ferences of opinion about its interpretation would be of con- 
sequence, employing in these relations more precise expres- 
sions, such as coin, legal tender, and currency, to denote the 
particular concepts of which he may be speaking. Or, sec- 
ondly, he may use the term " money " indifferently for sev- 
eral or all of these conceptions, precluding confusion, where 
precision of language is of moment, by insuring that it is cer- 
tain, either from the context or through explicit statement, 
in what sense the word is used. This may very often be 
accomplished by the simple use of prefixed words to which 
definite ideas have been attached, as, for example, in the 
expressions "standard money," "legal money," "popular 
money," and so on. Or, finally, he may select from the va- 
rious definitions of the word "money" that one which, on 
grounds of general usage, convenience in handling, and the 
exigencies of language, seems preferably associated with the 
term, and apply the word exclusively to this, relegating to 
other words the designation of the other conceptions. In 

*.Jevona, for example, seems to have given up the attempt to define what 
constitutes money. " Much ingenuity," ho said, " has been spent upon attempts 
to define the term ' money,' and puzzling questions have arisen as to the precise 
kinds of credit documents which are to be included under the term. . . . All 
such attempts at definition seem to me to involve the logical blunder of suppos- 
ing that we may, by settling the meaning of a single word, avoid all of the com- 
plex differences and various conditions of many things, each requiring its own 
definition. ... By calling some money and some not, we do not save ourselves 
from the consideration of their complex legal and economical differences." 
Money and the MechanUm of Exchange, p 248. 



WHAT OUGHT TO BE CALLED MONEY? 225 

favor of the first procedure, very little is to be said, despite 
the fact that it has been the method followed by at least one 
conspicuous writer. It is the wasteful discarding of an effec- 
tive word in a region already suffering on account of the 
scantiness of its terminology. The second course mentioned 
— the use of the word " money " for a number of concepts of 
varying comprehensiveness — has the sanction of many prece- 
dents, since it is common enough for the definitions and deno- 
tations of class names to fluctuate in accordance with the par- 
ticular ends or functions or contrasts which are held in mind 
in formulating them. But this employment of the term, like 
the first mentioned, also fails to give the word its greatest 
possible scientific value, because of its inexactness and the in- 
evitable liability to meretricious reasoning which can so easily 
result from the confusion of its different senses. The third 
alternative. — the application of the word "money" to a single 
definite idea, with its consequent well-defined reference to 
certain specific objects — has one paramount advantage. It 
makes for precision. It is only by selecting one definition and 
abiding by it that one can avoid terminological confusion, 
preclude misunderstanding, and give to the term "money" a 
scientific standing and importance. And on this account the 
last-named alternative seems preferable to either of the other 
possible ways of using the term, even though it may appear 
to involve a more or less arbitrary selection of the designation 
to be employed. 

To which, then, of the many ideas that have been here pre- 
sented, ought the word " money" to be assigned? 

The choice of the particular conception to which the term is 
to be awarded is of course not open to an incontestable decision. 
It must, from its very nature, remain largely a matter of indi- 
vidual judgment and of relative expediency. No claim there- 
fore of sacerdotal infallibility attaches to the use of the word 
which is here selected ; and no pretensions are made with re- 
gard to it, except that it has been chosen after considerable de- 
liberation and a careful balancing of alternatives. 

The confinement of the word " money" to what has been al- 
luded to as standard currency would seem inadvisable, if for 
no other reason because it involves as a corollary the very 
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unsatisfactory assertion that a country without a metallic cur- 
rency is ipso facto destitute of money. But it must further be 
observed that there is no lack whatever of words to express 
this very conception, that one may refer to it easily and intel- 
ligibly as " coin " or " standard coin," or by the simple naming 
of the particular metal which serves as a standard. An addi- 
tion to the terminology at this point would therefore be su- 
perfluous. The application of the word to the legal conception 
is open to similar criticisms. It involves a narrower denota- 
tion than is justified by familiar usage, and one could scarcely 
maintain that it is sanctioned by the exigencies of language, 
inasmuch as we already have a thoroughly adequate technical 
name for this idea in the phrase "legal tender." On the 
other hand, the stretching of the word to make it cover such 
means of trade as bank deposits and bills of exchange presents 
itself as even more objectionable, primarily because it is in the 
highest degree discordant with the traditional way of employ- 
ing the term, and must inevitably tend therefore to arouse sus- 
picion, provoke antagonism, and entail misunderstanding, and 
because at the same time there are plenty of other expressions, 
such as " currency," " circulating medium," and " means of pay- 
ment," which can be used quite as effectively to represent the 
same all-inclusive concept. On these accounts it is difficult to 
see any sufficient reason for attributing another meaning to 
the word " money " than that for which it stands in the popular 
mind. The quality of circulating freely without the friction 
entailed by registration or indorsement may not present a dis- 
tinction of the greatest economic significance ; but it appears 
to have been accepted as the distinguishing mark of money by 
Adam Smith and Ricardo, as also by other noteworthy writers, 
and at the present day it forms really the decisive character- 
istic of money for all unsophisticated uses of the word.* At 

* See Tooke's criticism of this conception of money, History of Prices, vol. iv. 
pp. 154-165 ; also Fiillarton's discussion of the subject from a similar standpoint 
in his Regulation of Currencies (1844), pp. 25-44. Not unlike are the criticisms to 
be found in Chevalier's I.a Monnaie (2d edition. I860), pp. 57-04, and in the writ- 
ings of Wagner and Sidgwick, already referred to. 

The use of the term in the " popular " sense appears in the Wealth of Na- 
tions, Book I., chap, ii., and in Eicardo's Principles, chap, xxvii. 

It was argued for also by Torrens, Sir Hobert Peel's Act of 1844, London, 1857, 
chap. i. ; by Lord Overstone, Tracts and Other Publications, 1817, pp. 199, 200 ; 
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the same time it obviously points to a distinction which is not 
without economic consequence. For, while it may be true that 
no sharp line can be drawn between the functions of money in 
this sense and those of several other forms of currency, there 
are unmistakably certain broad general differences, too impor- 
tant to be neglected, between their respective modes of opera- 
tion, — differences based both upon the size and sorts of the 
transactions which they perform, and upon the varying rapidity 
and duration of their circulation. 

It would appear then that, by using the term in this sense, 
one will incur less terminological censure than by any other 
course, will give the least possible occasion for misinterpreta- 
tion, and will make a technical name available for an idea of 
some importance which is not otherwise easily designated. 

A. P. Andrew. 



and by Sir Robert reel and most of the other defenders of the English Bank Act. 
In opening his discussion of the principles of the act, Feel said : «' In using the 
word ' money,' I mean to designate by that word the coin of the realm and 
promissory notes payable to bearer on demand. I do not include in that term 
bills of exchange or drafts on bankers or other forms of credit." The fact that 
they " pass from hand to hand without indorsement " he spoke of as a significant 
distinction of bank-notes. This, too, was substantially the conception of Fran- 
cis A. Walker ; see his Money, pp. 395-409, and Money, Trade, and Industry, pp. 
1-1T. 



